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Methods and Standards for Establishing Payment Rates
- Inpatient Hospital Care 

-	 claims with unusually low cost data for the given DRG,or other 
abnormal data. 

2.4120 ClaimsModifiedBeforeIncluding in the Data Base 


Interim claims were identified and matched together to result in either a 

a lengthy stay where
complete stay or no discharge had occurred. 


2.4200 DeterminationoftheCostsofClaims 


The cost of each claim in the data base was determined using the cost data from 

the respective hospital's cost
report, as discussed below. 


2.4210 Reports
Cost 


The Department used the most recently available unaudited hospital cost reports 

to obtain the cost data for determining costs of claims. 


2.4220 Data
Cost 


The cost data considered for computing costs of claims included education and 

capital costs. Indirect and direct medical education costs were later removed, 

however, as specified
in Section 2.4240. 


2.4230 Cost Determination 


The reimbursable Medicaid/MediKan cost of each claim was computed by applying 

per day rates (WorksheetD-1) and cost-to-chargeratios (Worksheet C) obtained 

from the correspondinghospital's cost report, to the covered Medicaid/MediKan

days and ancillary charges
on the claim. 


2.4240 Hospital Specific Adjustments 


MedicalEducation:Indirect anddirectmedicaleducationcosts 

identified in the cost reports were removed. 


2.4250 Example to Illustrate Cost Determination 


Data 


-	 Medicaid days and charges from a claim (the first and third 
columns in the routine service table and the second column in 
the ancillary service table). 
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Methods and Standards for Establishing Payment RatesInpatient Hospital Care
-

2 . 4 6 0 0  DRG Daily Rates 

The Department computed DRG daily rates
for all DRG classifications. These 

rates will be usedfor computing reimbursementin cases involving day

outliers, transfers, and eligibility changes (see subsections
2 . 5 3 0 0 ,2 . 5 4 0 0 ,  
and 2 . 5 6 0 0 )  . 

2 . 4 7 0 0  Hospital Specific Medicaid Cost to Charge Ratios 


The Department established a cost to charge ratio of Medicaid utilization of 

inpatient services for each hospital. This ratio shows a comparison of 

Medicaid reimbursable costs of general hospital inpatient services with the 

corresponding covered charges. 


Cost to charge ratios (CCR's) were calculated using the cost reports submitted 

by hospitals and charge data from the claims database used to compute the
DRG 

weights and hospital group rates. 


These ratios will be used in DRG reimbursement system to estimate costs of 

claims for determining whether the claims meet the cost outlier criteria 

(subsection 2 . 5 1 1 0 1 ,  and also to compute payment for cost outliers (subsection 

2 . 5 3 1 0 ) .  Please note these ratios should not be confused with the cost to 
charge ratios of various ancillary service departments computedin hospital 

cost reports. 


2 . 5 0 0 0  Determination of Payment Under the DRG Reimbursement System 

This section provides policies and methodologies for the determination of 

payment in various situations under DRG reimbursement system. 
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